INDUSTRIAL MOBILIZATION OF FCREIGN NATIONS——JAPAN

A |
A

& hpril 1947 , .

CONTENTS ‘ ; Pase

~ SPEAKER - lr, Charlés K. lidser, Department of Commerce .esev.. 1

General DiSCUSSLON seeeneeeersseenessonsnesssnsassassossassoes 12
Mr, Moser

Students

THE INDUSTRIAL COLIEGE OF THE ARMED FORCES

Washington, D.C.




THE INDUSTRIAL COLLEGE COF THE ARMED FORCES (

PUELICATION NUMBER L47-111




INDUSTRIAL MOBILIZATION OF *FOREIGN NATIONS~—JAPAN

8 April 1947

CAPTAIN WORTHINGTON: The speaker this morning is Mr. Charles K.
Moser, Chief of the Far Eastern Division, Office of International Trade,
-Department of Commerce. He is also the advisor to the Secretary of Com-
merce on the China Trade Act. '

Mr. Moser's comnectlon with the Far Fast dates back almost 4O years.
From 1909 to 1922, he served as Consul in several important cities in the
Fast, after which he entered the Department of Commerce where he continued
to deal with Asiatic matters.

Mr., Moser is the author of numerous studies of the egonomics of the
Far East.  From 1928 to 1943 he lectured on Far East economics at the ;
School of Foreign Service, Georgetown University, His subject this morn-
ing is "Industrlal hoblllzatlon of Foreilgn Nations—Japan," :

I take pleasure in 1ntrodu01ng Mr. Moser.
MR. MOSER: Thark you, Captain.

The subject of Japan's industrial mobilization is too big a subject
for me or any individual to cover in detail in one lecture or perhaps in
any two or three lectures. As a matter of fact, most of the civilian
agencies, my own in particular, do not have anything like as detailed
information on Japan and Japan's mobilization as we would like.

To a large extent we blame that on our Armed Services; because we
think that they have acquired, by reason of their large organizations
and their closer relationship in the Service, a great deal more knowledge
than we have, but they are pretty cagey about presenting it to the civilian.
organizations. I am not intending this as a criticism, nor as an apology
perhaps for my own feeble remarks, but merely as facts. The Armed Services
“have had an opportunity to develop a greater-volume of information about

the enemy areas than most civilian orvanlzatlons.

For my own part, then, I don't intend to.glve you a detailed account
industry by industry, particularly with respect to Japan itself, nor law
by law that was passed by Japan's Diet, or edicts of the Emneror which re~
sulted in the mobilization for World Wer II that you are intercsted in,
You can find most of those in the several studies that have been prepared
by students, both military and naval, of our Armed Forceés, and by some of
the bureaucratic agencies of our Government, such as the Office of Strategic
Services, and in the 0ld Foreign Economic Administration.
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What I really mean tc do mostly is to give you a few highlights,
many with which you are familiar, but I hope to bring them to a little
closer focus. Besed on my 20 years or more oxpserience in the Far Fast,

"I would like to give you SORIE of my thoughts that would give some point
to your own thinking.
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germinate in the mind of Japan® Or, to make it simpler st¢l]-Awbea did

“she first conceive Rer determination ‘te conquer the world? 1 think thot
‘18 74n “important question to corsider when we are reflecting upon Japan's
preparation for her acts which Were to cuimln tb in Jorld War 1I.

, " There ars some authorities who think tho 1dea glnutcu as far back
“as 1868, when the Tokuwawa Shogunate which had ruled Japan for 200 years,
U was’ ov»rthrown and the Meiji Restoration C““WQll%hwd - There are others

who think Japan's idea of world congquest went back ccnturlps earlier; thet
it has always been a dream of this restless, aggressive people; a dream
which they symbolized in the legend that thsy arc Sprunrr from Jimmo, thelr
- first Empercr, the offsnr¢ng of Ama~terasu no-ilikami, the Sun-goddess, and
thHat they are, thercfore, of divine origin, A dream which drove them from
the mulnl and hundreds of yea s ago inte the islands. of Polynesiz and
Micronesia, and aiturmard lured thm,b ok towards . thblr birth-~land and-
conqucot of the Ainu, presumably the aborigines of the Japanesu lolHﬂQo.
A dream which caused them r@peutbdly Lo thrust against the Korean main-
land, and to zlmost win a foothold thore under their great here Hideyoshi,
in the léth Centurv. R " -

Whutevpi the date of its. 1nccptlon, t11o dream of world conquest and
-the legend of their God—dcucandca supremacy over all.other inhabitents of
- Barth must bg_glv 1t eredit’ for having been the amost powerful motivation
'in their phenomenal rise frém a medievel feudal soclety in 1868 to one of
the five greatest powers of the world by 1940, 2 peried v within onc man's
~difetime, It accounts for thoir ma rvolouq vrogress in learning the arts
and seiénces of the modern wor’d the unbending resolution with which they
set about to acguire all the- matmxlaL lmarmnT of. the West, and the West's
material a chlevcmonts——&lthouwh in the acqulslulon of - both they have given
" meny 1ndlcmtlons oP 1nu30vstlon. ' ' :

'-Thero iu plenty oi cvidence that before nho bcgnnrlng of the present
century, before even she nad thrown. of f the burdens of extraterritoriality
and become a2 truly Hoveréign state, Japan had determined her course. Dr.
 ddmes A.B.-Scherer, in hlo book Japan Defies the World—published just

before the ‘beginning of " the War~*¢bCuilS an incident that has always spurred
”emv thinking. . In 1992 he was a young missionary teaching English 2t the
! Sasebo. Naval ACudQﬂy, and in g written examinstion he inquired of,th@ still
younger future admirals "Why do you wish to learn English?" The answer of

-+ one.of the boys. who lat Ay bo eame é iﬂPOUQ Japanese- naval hcro was the follow
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T must learn English in order that some day I may lead Japan's
forces to that great . country and conquer it.....Afterwards, of course,
~wé shall conquer the country of our dear teacher."

That boy was speaking the soul of Japan. Inculcated by its SUﬁc'iors,
Japanese youth at the earliest conscious age learned that Yamato was the
superior race, They had swallowed Nietsche whole before Nietsche ever had -
put his Teutonic superman on paper. They were taught that Bushido—the

' way of the warrior—was the only way of life for a Japanese, b. he c1v1llan,f
'soholar " industrialist, or 51mflc workman. These pGOhlc were condltloned '
from blrth for world conque3u, ‘they were as unified and 51nplu~n1ndcd as .a

hive of bees., The Shinto religion which deified their Emperor and made.

each one of them subject to his slightest will was a mighty bond to hold
them together. The glaring fact that in their consitution the Linisters

for Army and Navy—and they alone, of all the cabinet—were responsible

only to the Emperor, reveals their subordination of all the 1ntorcb s of

the Japanese people to military expediency; the fetish made of deatl

rather than surrender, of accomplishment at any cost, is one of the most L
powerful illustrations possible of the splrltual and peycholozical conditicn:
ing of the Jepanese psople for war. :

I szt one day in a walting train outside a little station between Kobe
and Osaka., The station platform was a huge slab of concrete covered with
jee. A little Japanese bov no older than 5 or 6 yesrs, and no larger than
3 or 4 among our boys was trv1na to teach himself to slide on his fcut the -
length of the iey plutform, no doubt in emulation of older boya. varv ‘
tlmb, his fect slid out from under him and he came down with a.loud’ thwack
on the back of his head. He had no protection whatever for that head bub

: a cloth cap, yet I saw him rcpeat that performance three or four times a v
minute for twenty minutes, and I never noticed him utter a.sound of distress:
nor put his hand to the back of his head for comfort. When my train pulled -

out, he was still trvlnu. :

Spiritually and psychologloallv probab]v no peéople in thv history of -
mankind were ever bettoer conditioned or more united for war than were the
Japwnusb people for World War II. -There were, we know, some factions who

werac dlsa>prov1n“ or fearful of the outcome: but if there was any cocrcion -
of the Japancse people by their militery authorities——such as the Nazis :
undoubtedly imposed upon recaleitrant Cermans—no onc knows of it. Frobably:
the nearest approach to the Japanese in psychological mobilization were the
British. As for ourselves and the Russians——the imerican public was not,
upon the whole, much moved by certain of our leaders and our propagandists,
It wes Pearl Harbor that electrlf ed us into complete uniby and actlon all
at ‘onces while the Russians moved as one man to war when Hitler crossed =
their “rontiur. He would be exceptionally naive who discounted altogether
.tbu psychological conditicning effected by propaganda and le@¢slat1va o

nactments-upon both ourselves and the Russ1ana, but the reactions of both .

to,atuagk are good evidence that the peoples of democracles who believe in
their form of Government de not rasquire enticements to defend their soil




nor need the rigid controls sometimes insisted upen by our military authori-
ties.
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to throwing open her industrial establishments to the inspection of forel
‘yisitors. It has been commonly thought that this wos a mgthoo employed by
the Japanese te hide their secrets of invention, or of productlon, or
methods, perhaps, of distribution and labor techniques. Doubtless this
was sd in part, but I am persuaded that it wes not the primary reason.

The Japsnese did not really begin a considerable modern industrial develop-
.mentb until the absence, during the First Worla Yar of ot cowitries [rom
thelr accustomed markets in the Far Fast gave Japan he“

d@velop ces for ﬂn+11nm into those mawka%q hersel
had no time %o develop new technlqucs or secret formuleas. &
rroduction gquickly and keep on going, she had only to copy falthiumlg
‘the techniques and practices of Western lands. Surcly there was little
occasion then or thercafter to tr; to keep these dovelonmanus secret frOJ
their originators. Such few inventions as she was able to deviss—the

Toyogu loom, for examplc—she offered to the world for r@compen31n royal-
iea +thes war .
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T am "tlsted that because Japan herself Had had freec access to the work-

. . .

shops, the law courts, the traininz schools, the militery and navnl estab-
lishments of the United States, Britain, France and Germany, and had bored
into the corz of thse secrets of all these, she was determined that no other
power should gain a similar advantage froa any plants or agencies of hers.
Rather, she looked upon every act of workmen in a planingz mill, power plant
or textile factory, eviry smart managerial dodse, every bbratagem of her -
financial wizards or great fioney houses 'to contrel the money flow of the
countryv 28 another sten in her nwnhﬁr,+imna for what develoned into World
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War II. o .

In 1929 I wes Scnt out to Joran by one Oi‘u“CrlCu s great textile

- corporations to try to find an answer to the queSuloﬂ of whether- or not we
could compecte with the Jepanese in the cotton texbtile markets of the Far.
"Bast. Naturally, one of my first aims was to go through some of Jupan's
sal throu gh

+(—>X""11 mills T oot nowhere imtil T was able to make an or throu

gxtile mills, I got nowhere, until T was able to make an .
frlends in the Foreign Office who were assured that I was only an observer
and not an expert-—an assurance which was literezlly true, althcugh I nearly
gov into trouble over it. Another American who wont out to lmsﬁpct Jaopan's
box factories for our West Cozst lumber tride never saw the inside of a
factory except from the manager's office. And while my Foreign Office
friends enabled me to o throu“h large number of mills, I found the great
Dal Nl‘opcn IVLJ.lJ.D“""U}.’lQ l&l"e’rﬁot in Jﬂ.to.u-—*u,x.OSCd to me. There was such .Luuo

-delay 'and ruch chatterin. from behind closed doors, that my Japanese in-
’t@L““enbr said with a sly smile, "Slr}_frOm what I can gduhml, they do not
went you in-there." Waen the urbanc manager, who was a powerful figure in
Japan's finance, came out to me from the conference, he told me how much

~he reg e*ted that the. greut Dai Nippon Mills could nOu afford to let me

go uhlo h their spinning énd weaving sheds-—because -all the girl employoes
“O‘Ld stop ORs heir work to look at the foreigner, and so lose much valuable
timel e i
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The anancse police, too, gaVn me a looPJng~ove;5 but perhaps we have‘~°
“no time to go into that. : . .

Possibly the greutgst of Japan's governmental efforts toward 1ndustr3Q4§ 

“mobilizetion for war was her haﬂdllnr of the South Manchuria FRailway and
the lease of the Kwantung Peninsula, both a heritage from her “successf ul
war with Russia, On the development of these two, she socnt more. thar

1,500, OOU,OOO yen, or zpproximately $750,000,000, prior to ‘the oO-C‘ll@d
Iancnur*an "Incident" of 1931. But by June l9h5, the Pauley Mission esti-.

matcs Japan's expenditure upon Manchuria's development at 11 billion yen,
the velue of this sum in dollers, however, is left to the imagination.

, Upon the Kwentung Peninsula, Japan bullt the great port of Dairen,
Ceguipped it with the most mcdern railway terminal facilities, docks and
‘quays, shipyards, oil vefineries, banks-—whatever was nceded to make of

the pcnlnsulu a fully equipped Jepanesc industrial state, " Second to
Shanghei, Dairen became the greatest port on Chiness soil, and in all.
respects as much a Japanese city as Tokyo or Yokohama. The South ¥anchuria -
Railway-—although nominally a leasehold only--became a projection of Japan = -
itself, politically, industrially, economically, a li-mile wide sirip of
Japan - push@d up through Manchuria from Dairen to Changchun, called Hsinking
after 193L. Within the frame of this lh~mile wide strlp, Japan developed
the great coal mines of Fushun—largest open plt mine in the world, built-
stecl plants and oil refineries at inshan, pig iron plants and coking
furraces at Penshihu., Under the control of the Manchurian Industrlal
Development Company, the rostér of industrial (nterprlscs developed by the
Jepanese ot Penshih® and Anshan and Lisoning Frovince and at Tung-Pien-Tao
in Tung-hua Province reads like a roll call of Japan's Zaibatsu famllles,
but at least half of the capital-in all of them was Japanese Goverrnment

capital, The‘Japan@sc acted dwlftly_uital the creation of Manchuﬁuo to :
increase hydro-electric power facilities throuzhout the country under thelr o
coordinated master plan for'industrjﬁli7ing.Manchuria. The Manchuria
Blectric Company was organized to dominate the' electric power field in
- Manchuria and harness the waters of the Yalu and Sungari rivers. There was
- Manchukuo capital in the company, but as one-half of its total capital of
640 million yen was Japanese Government funds, it can.be readily unde rstood
that Manchukuo's yolee in the operations of the compuny was. that of a 511
pariner, ;

The great contribution of these 1nduatr1al developments in Mdnchurla

to the homeland of Japan requires little exnlgnatlon. During the war years
coal production in Manchuria aversjed around 2l million metric tons annuallyz
and, as the Pauley Mission found, most of the coking coal used in the Far
East was mined in Manchuria where the mines which broduce coking coal are.
also convcnlentlv located to iron ore dbDOSluS.

 But veluable as coal, iron und steel: were to ‘the development. of Jupan's
- industrial ¢ conomy Manchuria had. other things to contribute. Molybdenum
. was discovered in 1939, and, according to one authorltv, "this deposit is
_certainly one of the largest known molybdenite deposits in. the world,”
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although the Japanese were never able to get it into more than 10 percent
of capacity production. Lead; thoro-van@dium, titanium oxide, sluminum,
maghesite, gold dnd even uranium were mined in Manchuria during the war
for Japan's use. More important to Japan than any, or perhaps all of them
however, was the develoomenn of the oil shale industry. Manchuria

thirteen liquid fucl plants had a total crude -0il capacity of ground
6,200,000 barrels a year, no mean contribution to Japan's fuel and lubri-
cant needs during the war years.

4 feature in Japan's continental expansion and attendant industrial
mobilization that can only be touched upon here, but that has had a place
of tremendous importance in Japan's plans—particularly in the plans she
had in mind for her future in Siberig-—was the purchase in 1935 of the
Chinese Fastern Railway from Soviet Russia, and the addition of ‘that systenm
to the South Manchuria Railway, By this accomplishment and through the

 fiction of the puppet state of anchukua, Japan acquired all the industrial
plants—sugar mills, flour mills, distilleries, ¢oal fields, stands of
lumber—thet the Russians had built since 1903 in the prosperous. towns
they had established along the railway, and a total of 10,000 miles oi
railway and 13,000 miles of motor roads in Manchuria.

By 1937 the enormous economic op@r vtions in the hands, of the South
Janchuria Railway had proved, however,: Just too much for one company's
administration, The war with China was six months old when the old
Manchurian Industrial Development Company was reopgganized in December 1937
‘and revitalized with a capltallaatlon of 3-billicn yen, one~half of which
was Japanese Government and one-half Manchukuo Government capital, to take
over administration of Manchuria's principal coal, iron, stezsl, chemlcals,
light metals, automobile and airplane industries, It is impossible to do
more -than make bare mention of the economic activitiles which engrossed the
dapanese Imperial Government at this time, Burning with zeal to expand its
industrial capacities on the mainland under the pretext of "the na tlonal
defense," and for the development of new rescurces, Japan started the second
Sungarl River Hydro~Blectrical Development, 24 kilometers from Kirin With

capacity of 600,000 KW, and the’ Yalu R1Vur Hydro-Electric Power Develop-
ment of l,éO0,000 KW, claimed by the Japanese, at the time at least, to be
the largest single hydro~electric deveclopment in the world. The next year—
the war in North China seeminhg to be going according to plan-—they organi-
- zed the North China Development Company to take over the coal and iron mining
‘operations in Shantung, Chahar, Shansi and Hopei Provinces and to insure that
their output was poured into the homeland. In all these activities the
Japanese Govermment at one time did not hesitate to invite pTWVduG, and even
foreign, capital participation; but in each case a full one-half or morc
of the capital stock was paid in from funds of the Japanese Government,

Prior to the '"Manchuria Incident" it had been Japant's policy tc con-
s1stently keep Korea from developing anJ.manuiautures. After that incident
had inaugurated the first phase of Japan's march on the East &siatic main-
land, the Japanese realized the strategic advanta gp——should her plans be
challcnged-of having a portion of her industrial eggs 1n a basket on the
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mainland, and began to develop the.manufacture in Korea of various necessi~
ties of war. These plans were pushed’ aggressively at- about. the same time
that aggressive industrial development was begun in Manchuria and North
China, NearLy all the development of 1ndustr1al enterprises took place in
North Koreaw—i, e.,’north of parallel 38, and I am afraid we do not have a

- great deal of detailed information on them unless it hos.been obtained by
our Armed Forces .through their Russian contacts, and i being concealed
from us. The general pattern of jindustrial development by th@ Japanese in

" ‘North Korea, however, followed that of Manchuria and North China., Eighty
percent of Koreal!s coal mining is carried north of parallel 38; 95 Percent ‘
of its iron and steel production; 90 percent of the country's hydro—elecurlc

power, 85 percent of its chemical industry, including fertlllzers. Southern ™ -

Korca 15 dependent almost entirely on the North for its eoal, iron and steel.
hydro-electric power, and chemical products; but the North is dcncndcnt on
Southern Korea for the main bulk of its consumer goods and ‘to a Cun31derablc
- extent for the food consumed. The Pauley report enumcrates a considerable
number of industrial plants established in Nerth Kbnea,Aipcluding an aire-
plane m&nufacturlng company—subsidiary of the Japancse Showa group~—a vig-
cose pl&nt “iron works, lead smelters, alumirum and magnesium plants, coal
mines, cyanide plant, oil refineries, hydro~electric plants.and textile
mills, but' I am sorry that we have no figures showing the yolume or v<lue'j
of ‘their contrlbutlon to Japan's 1ndustr1al rmobilization, - Cn

In Japan 1tself, because of its rather unlque structure as. a modcrn ‘
state, it is a little difficult to distinguish industrial institutions or

plants dev1sed meinly for war activities and those which might be considered 5

as purély. peacetlmc enterprises, Obviously, of course, in:the heavy indus-

tries they are closely integrated and many, cor all, may serve for both war-

time and peacctlme needs, mqually cbviously, thiose industrial plants which
produce only comsumer goods réquire considerable: rcorganlzatlon from peace-
time activities if they are to function s1gn1flcantly in a country's war S
economy. ‘But while in other countries it is the llght—~or comsumer goods—
_1ndustr1es which are first to attract the ifaterest of capital, in Japan
their dream of proving their world supremacy and their foar of sharing . -
possibly the threatencd fate of China at ‘the hands of the West led the-
Japanese-—ever as early as the Meiji Restoration period—to stimulate the
development '0f heavy industry for the production of capital goods and :war
munltlons before - andertaklng the development of light industries for the;
productlon of consumer goods. EBngineering plants and arsenals, as an...
_instance, were built before the 1ntroductlon of cotton spinning machines.
Where iormerly ‘ownership and control of arscnals, shlpyards, and mines had
been scattered among the various clans, the Emperor Meiji. confiscated. these -
" enterprises belonging to the clans and placed them under the dlroctlon of
the Government for modern developmetit, Concurrenth, other strategic -
. enterprises were developed including chemical industries; glass and cement
factories; and after these industries were developed to a high tachnlca¢.v
level thev were sold, or in some instances virtually given away to friends
of the court "They constituted a small group of powerful fgmlllus which
included ameng them the litsul; Mitsubishi, Sumitomo, Okura,-ond Yasuda,.




Through the 73 years between the Melji Restoration and the. outbreak of
World War II these favored families became so powerful that by the end of
that period it is estimated that 70 percent.of Japan's entire business
operations was in the hands of but 15 families, These are the Zaibatsu—
or, in Theodore Roosevelt's phrase,-Malefactors of Great Wealth—through
which the Japanese Imperisl Government completely dominated Japan's in-
dustrial and economic structure for whatever purposes it chose, and the

same Zeibatsu that SCAP is reportedly determined to abolish as an 1nstrument
of Fascism.

. Another policy that has traditionally enabled the Imperial Government
to exercise tremendous control over industry has been that of the use of
subsidies. This is 2 subject that would carry us toc far afield; and into
regions of vague figures and guesswork: but it is a subject which merits
the attention of those who are examining closely into the struecture of
Japan's mobilization of industries for war.

Undoubtedly, Japan entered lizht-heartedly upon. the “Chlna incident,"
in 1937 with no expectation that she would be c%lled upon’ to exert herself
gither militarily or economically greatLy beyond her nermal peacetime

operations, China was expected to fall in a matter of weeks and for all
her age-long dream and deeplv planned preparations for.war, it does not
seem llkclj that Japan's leaders ever really anticipated that the "China
incident" would lead them into World War II. The failure of China to ‘
-capitulate in the expected time, however, led to embarrassment and neces-
sarily to a redirection, for the time being at least; in Japan's economy.

In order to develop industrial facilities vital to aggressive warfare,
it was necessary to supply strategic industries with cepital, The Temporary
Capital Funds Adjustment Law of September, 1937, was the first major step
‘in this direction., At about the same time the Government sponsored a Lew
for the "Temporary" Control of Imports and Exports, spe01f1cullv designed
to restrict imports of "non-essential" materials and to conserve Japan's
foreign exchange reserves needed for: stockpiling the raw materials required
from abroad, Both thesé¢ laws werc intended to channcl the flow of new
capital and materials from non-essential to strategic industries, and the .
~shift at once becamc a marked feature of Jepan's cconomy. In 1931, the date
of the "Manchurian Incident"—note that nearly every factor in Japan's later
development for war harks back to that incident, It was when she put her
foot through the crack in the door—in 1931, to repeat, "national defense"
-industries accounted for less than 35 percent of all new capital investments,
- while "non-~defense" irndustries accounted for more than 65 percent By 1937—
the date of the outbreak of war with China-——the position was almost ekactlj
reversed; a little -over 38 percent for "non-defense! 1ndustr1es, and nearly
62 perccnt for "national defensd'lndustrles. :

When uhe spring of 1938 rolled around, Japan's chagrin at her failure
to bring China to her knees could no longer be concealed and the National
General Mobilization Law of that year—frequently refcrrcd to as the "back~
bone of Japan's wartime national structure,"——revealed it. This law
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provides in time of war for what mar be termed "all cubt” Government contrel.
of labor, raw materials, land, eoulpment business a’rcements, investmsnt
and . capital 1ncreases, prices and puLllcdtlons. It is difficult to ses how
leplslatlon, in principle, could go forther in the mobilization of the entlre\
material forees of a people for the object in view. The only relaxation
admissible might seem to lie somewhere within the scope of its implementa~
tion. & number of Japan's military leaders, however, did not think the ;
National General Mobiligzation Law gave them enouszh control over the nation's
productive capacities, and it is true that the"Zaibatsu' discovered loop-
holes in it which encouraged or permitted them to oppose every measure bv
“which the Army threctened to infringe upon their ownership and the major .
prerogzatives in the industries whlch they dominated. Thzt there: was jeneral
misunderstanding, or seeming inability to count the teeth in this measure
on the part of the Japanese public, seems apparent when we read, zs late as
September, 1941, in a leading Japanese economic publication:

"Japan's wartime controlled econony has hitherto been
- based on three important laws—~the Law for Temporary Control
~of Imports and Exports, the Temporary Capital Adjustment Law,
and the National MObllLZ tion Law, none_oi which contains
clauses that give any lnkling,of plamed economy.'

’Whll“ this explanaticn was doubtless offered as venulnc, 1t might
almosu seem that the writer had a taste for 1rony

Implcmentation, or putting into practice, of these three basic measures
revealed their weakness€s, or possibly, perhaps the weaknesscs inherent in
Japan's social shd economic structure when faced with the problem of 001nf
a1l out" for war under modern conditions., The adoptiocn of the "nev
economic. structuref'—or the Major Industries Association Ordlnance-.gt the
beginning of Septeuber, 1941, gave indication that the plans for state 3
revlmcntatlon of industry hlthcrto had been a fallure; and the new structure, -
1nh@r1ted by the Tojo Cabinet when it entered office Just prior to the be- -
ginning of the war, was designed to cure its omissions. Apparently the
Japanese were still fumbling around in the dark to find the right answer,
for the Ordinance for Extraordinary Wartime Administration to hct, promul-
gated in the spring of 1943, was a further effort on the part of Prenlpr
Tojo to achieve virtually dictatorial powers over the administration of
the wer economy and to strengthen the powers of the Cabinet Planning Board
- which had been set up in 1937 to function as an economic gcneral staff and
as an agcncy of industrial mobilization. ;

None of those mea asures, however, nor their combined result, appears to
have beén sufficient to attain the objective attempted—i,.e., to bend all
~Japan's powers, industrial production, business operation, labor, and morale
into one unified and irresistible stream of all-out war effort. In mid-year
l9a3,kthe Law for Industrisl Adjuétmant was passed to complete the conversiocr
of Japanese industry to war production. The law specified readjustment and

a tightening up of the slack in three groups of industry: (1) those. peace-
time industries such as textiles, foods, metals and chcmlcals, which would
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be able to contribute to the enlargement of the armament 1ndugtrw by trans—
ferring factory workers and equipment to the armement industry; (2) the
var industries, especially heavy industries, the efficiency of which would
be inereassd by the transfur of workers and equipment from 1ndusnr1bs of
~the first group; and (3) the miscellaneous eivilian consumption industries
which are by their very nature able to contribute but little to the ox-
' pun81on of the armament industry.

Complbtc m001llzatlon of economic resources under thls conversion pro-
~ram Wao not achieved by the Japanese, but led up to the development of a
ong Ministry of Munitions which was composed -of nine bureaus, - The major
, task of the Munltlons Ministry was to speed up aircraft productlon, but the
Ministry was also given general supervisory direction over the mining indus-
try in. order to expand thb output of metals; and eventually electric power,
machine tocls, chemicals, fuels, as well, were turned cver to its contrcl.
The Ministry of Muniticns thus becmne thu nearest thing te the War Froduction
Board of the United States that was developed in wa .rtime Japan,

No discussion of Japan's mobilization for war could exclude some con-
sideration of the country's financial structure, and of the institutions
and methods by which it met its wartime obligations. -I'm afraid the fisld
is much too wide and too complex for discussion here, but to those who are
naking -a professicnal study of the subject and who have not already-done
'so, I recommend that they look intc the study of Japan's money and eredit
dAnstitutions prepared by the Federal Reserve Bank of New York, and first
issued in incomplete form 4pril 1944. ("Role of the Bank of Japan in the
Japanese War Effort," Burezu of Foreign and -Domestilc Cummerce, 1944)

When Jepan went to war against the Unlued Nations—~i.e., from Pearl
Harbor forward--her finances had already been on a war basis for 4% years,
and a2 special technique had been devnlcped by the Ministry of Finante and
the Bank of Japan for finahcing the evér-expanding outlays on account of
the "China Inecident." Govermment deficits rose from less than 600 millicn
yen in the fiscal year 1936-37 to nearly 7,000 million yen in 1940-41. Over
48 percent of the outstanding. Government bonds were in the hands of the
Japanese Government and of specilal banks. Offlclally, there wes no com-
pulsory lending to the Government, but administrative pressure was exer- '
cised in variocus forms. Insofar as people placed theilr savings with the

" Postel Savings Bank and the Postal Lifs Insurdnce, or with special banks,
the.GOVﬁrnmeﬂt obtained direct contrcl of their funds. Crdinary banks
received a directive from the Bank of Jepan as to the percentuze of de-

~ posits they were expected t¢' invest in Government bonds, and, as its name
Cimplies, the Bank of Japan was the zbsolute creature of the Japanese Govern-
ment., I recommend you to the study "Japan—loney in Credit Institutions® 1
by the Federal Reserve Bank of New York for a comprehensive account of the
role of the Dank of J, an in the Japanese Govcrnmcnt's mobilizaticn of indus-
tries for war. ‘ o : =
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So far as I am aware, no crganized or comprehensive study has so far.
been put out by any of our Government agencies on the subject of Japan's
war production industries, cother then that issued in October 1945 by the
Interim Research and Intelligence Service of the Department of State: and
I am indebted to 1t as the source of suse of the brief notices I have here
given of Japon's wartime laws, and you are probably already familiar with
ity 7 The promulgation of laws for the compl te control and -development by
“Government of a nation's resources of production.has never been sufficient,
whowever, to mobilize to the full the energies of the nation,  Thg' technique
of preducing the highest results within the shortest space of time,:-and
with the fewest waste motions, is not & technique that con be learned over-
~n1ght, not évén-—as Japan has learned to her cost—over a stretch of 75
“ years from'.a medieval soclety to a place in the sun in the 20th Century.
“The. humber of legal measures passed to contrcl and energize shlpbulldlnt,
for example, to build up a synthetic chemical industry far beyond the limi-
"tations of Japan's modest natural resources, or such measures as- the
Petroleun Industry Lew which put all -hendling of oil supplies under Govern-
" ment controland required a six months! supply to be kept - always convenient-
* ly-on hand inJapan, were but scrabches on the surface., For years, Jopan
?supnlemcnted ‘her limited natural resources by the import and stockpiling
‘of the raw materials estimated as adequate for her needs in an energenty;
iron and.steel scrap from the United Stotes, is an exomple, - She sndowed
new industries with substantial subsidies in varied forms, By a subtle
system .of ‘ecoriomic penetration, she tapped the for areas of the world for
~things she needed—raw cotton from India, Scuth Africa, and Brazily the
i-Phlllpplnes for abaga, the islands of the Southern ocean for vegctable oils.
411 roads and ‘all-cargoes were bent toward Tokyo, During the war, no sooner
was' an occupied: drvu_rcduccd to the simplest form of pac1flcat1@n~»the '
Philippines, ‘British ialaya, Netheplands Indies, Siam and Indochina—than
the Japanese et gbout doveleping an industriel program which would feed
vbuck to the hdmeland an enormous volume of the raw materials necded by her
factories for turning out the munitions of war ‘ '

and yet in comparison with Germany, the United States, and Great
- Britain, T have read, and do not doubt, that Japan's efforts at industrisl
mobilization for war were & failure, lossesslng‘nothln& of the point of
view or. technical knowled&e of the military man,.I offcer you out of my
personal opinion two explanaticns: the one is that with the best of
4'-ﬂsychologlcul preparation or the best will in the world, the technique for"
~organizing full mobilizaticn of industrial cutput wes lackln the other,
that toc much was expected of too little. In expansion of thc first, I
would point out that Japan's modern development h@s, to a large extent
been imitative and adaptative, rather than sprung from the grass roots of'
a’ culture matured through long geperations of experiment and experilence,
Up to a point, she could ge along with development of the processes and
techniques she had lecarned from ¥Western peoples; but when cut off from them
and had to zo all out upon her own, Japan's 71ft% for improvisation were
inadequate to the trsks she faced., Our War Production Board and its
kindred agencies may have been represented to us as an overnight miracle;

w RESTRIBTED
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but actually, they represented merelv the sum total of the wisdom, technique
., for centralization of effort, and will to action, we-—and our hllies—had
accumulated.in a cultural env1ronment which has been ours for a- thouszand
years.

Su much expec*cd from so little! There seems to me a smack somswhat
.of self—gratulatlon in our attempts to compare unfavorably Jaman's industrial
“mobilization for war with that of the Western powers; nqrtlnu]ar]v the Unitec
States. Not only did Japan underestimate the stock plles ‘she would reed to
ration her for hostilities against the United Nations: the whole stock of
natural resources that she had at her command—-lncludlnv those ravaged from
the Asiatic malnland—~could not compare. with the resources available to thb
United States when the high-grade and fle x101¢1ny of our mansgement, the’
adaptabllltj of “our labor, the high per capite income: of our oopulatlon,

and the 'mennc-o ::1‘hr-'l(h'110q of cnv‘p'ine we are shle to var-r-nm-n'] aste without

LR SR R R

: cuttinﬂ deeply into our standards of living, are con51dered.‘

I camnmot agree with those authorltlcs who have noted "marked reluctance!
to "forsake business as usual," in the case of Japan, and attribute a part
- of their failure to that type of "unpreparedness." It is my thesis that
Japan had bogun to mobilize for war many years 2go, with her objective
.clear ly in v_r.cw, cu.ud mobilized jore ubcn.b;.y a8 .LuJ._L‘y as her uu.x.qut.. gOVCl‘i’KﬁCHULL.L
and social structure——combined with her paucity of natural resocurces and
comparative unfamiliarity with proved Viestern experience—would permit.
In a country like Japan, if too great a oercentuu“ of its energics and
resources. are channeled 1nto‘wur, the peoplu die of neglect and malnutrition.

‘COLONEL CLABAUGH: . Mr Moéer, we listened sympathetically to what you
had to 38y avout the lna.Dl_Lluy of your ueparnmenu to ?GE any lnDe_L.Llf"enCQ
 from the Armed Forces, To what extent do you think the Central Intelligence

r‘?"nnp now or in the future mav cure that deficien

<2l Wil RS LViich v LT 4 &

MR. MOSER: I think it will undoubtedly cure it as we get a little.
farther away from the war and become a little less afraid of our security
questlons. I hope so., Of course, I don't think that there was any effort
-on the part of the irmed Forces to prevent the civilian agencies from ob-
talnlng 1niormatlon, but there were so many civilian agencies, and there

ctipl oA A g hadkdam snd derontraldont d PR J Fearies 4yt T
was such a distribution and decentralization of civilian- usbub_u:a Lliee L

. think the Armed Forces were sometimes puzmzled as to who should have what
and when. I think, as you say, that your Central Intgllwpence ‘will cure th(

in time., Does that -answer your que cstion?

; BCOLONEL CLABAUGH: Yés,'sir. Thank you. We Jjust had a lecture on
Central Intelliggnce. ‘

MR. MOSER: I-heard you did., I am sorry I missed it.

L STUDENT: ' Do you have any 1nfowmabloﬂ on whether or not the stock
piles of materials were increa sed kept the same, or decreased before the
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MR, MOSER: During the yeaf of the incident with China?
4 STUDENT: Yes. -

v

ntil l?h”, when we shut. them off, they grew as rapidly as
buy petroleum, iron and steel scrap, hecavy machinery
rom us, During those three years of course-—vou nrobably

MR, MOSER: U
the Japanese could

angd mnnhwhn_+nn1c f
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ba
remember—there was a lot of feellng among certain factions in the United
States that we should not continue to sell things to Japan which she woul
use in her attacks on China, bubt we shut down in July, 1940.

dis. Ak @ i addify VedUST Ve
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JENT: I had understood that her finances wouldnft allow her to
buy faster the

han she was consuming in China, with her war with China,.’

MR, MOSER: I wouldn't be able to tell you how fast she was consuming
with her war in China. We were certainly oreatlv surprised at Japan's
capacity to carry on the war with what we though was her shortage of
‘finances at the beginning of the war, I think we had a2ll underestimated
‘the capacity of the Japanese people to railse the necessary money and to
make the necessary sacrifices to get almost anvthing that would be sold
Yo them or that they could get hold of, We all under-estimated Japan's
financial capacity.

4 STUDENT: What was the policy of the Commerce Department's Office
of International Trade with respect to trade with potential enemies, for
example, with Japan? Was there cctive cooperation with United States com-
mercial companies or encouragement or Just no expressed policy one way or
the other?

VR, MOSER Tt 15 o 1ittle hard to ma sharnlv

MR. MOSER: It is g 1ittle hard tc make a sharply de
that question, There was continuous or very frequent di
State Department on that question. "What shall we do? Shall we discourage
American commercial firms from continuing to sell to the Japanese®" 1rplane
factories for commercial airplanes was one. "Shall we advise hAmerican firms
to tell the Japanese 'We don't have any more scrap. ile are using it our-~
selves, 7" "What positlon shall we take?"

The State Department was—I don't want to say "responsible" or to’ put
any blame on thoem because it would not be true-—but’ their own position was
somewhat as was ours: "If we shut off trade with Japan during these years
of their war with China, we may force Japan to commit an overt act, like
bringing on a second World War"—like Pearl Harbor, for example~"We may-
force her to attack the Netherlands Indies, If we can satisfy her normal
claims; if, as she pretends, she is not aiming at war; if we can satisfy her
normal demands by allowing American business to carry on trade with them-—"
We had a trade treaty with Japan. There was no ﬁ?P101al nor legzal,; pre-

sumption that Ameritan firms shouldn't continue their trade. S6 we drifted
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A STUDENT Yes, sir. Thank you,

r MR. MOSER: Tt is as nesr as I can make it. We weré all seared that
wer was going to happen. Some of us were sure it was going to happen.
Some of us would have liked to see a sharp cuttln”‘away, o&Vlng, "Here,
won't give you anything more 1n the way of resources for War. Others said
_”No, let- us play along with 1t . ‘

il CMPTAKN WORTHINGTON Thunk you very much Mr.yﬁoser, for your uplendj
talki : : :
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